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¥AH  rCOD  iiDr';IlMlST?ATIO:'^ 
FOOD  DISTHIBUTIOIT  JU3IIiniSTHA3;IOU 

ACTIVITIES  OF  THE  DAIRI  mD  POULTRY  BRANCH 
FOR  YEAR  ENDED  JUNE  30,  1943 

Increasing  quantities  of  practically  all  dairy  and  poultry  products  were  required 
by  United  States  llilitary  Forces  and  War  /igencies  and  the  Allied  Nations  obtaining 
food  products  under  the  lend-lease'  program  during  1942-43 •    The  outstanding  market 
ing  and  distribution  problem  for  dairy  and  poultry  products  in  1942-43^  therefore, 
continued  to  be  insuring  the  manufacture,  grading,  procurem.eht,  packaging,  storage 
transportation,  and  delivery  of  vast  quantities  of  dried  eggs,  dried  milk,  butter, 
cheese,  and  evaporated  milk  for  direct  xvar  use.    Also  involved  to  an  increasing 
extent  during  the  year  vras  the  problem  of  helping  United  States  Mlitary  Forces 
and  VJar  Agencies  in  this  country  procure  their  supplies:  of  fresh  milk  and  cream, 
ice  cream,  fresh  eggs  and  fresh  chickens,  and  tiirkey  for  immediate  local  con- 
sumption. 

The  basic  problem  along  those  lines  becamic  much  more  complex  in  1942-43  than  in 
1941-43,  largely  because  the  rate  of  expansion  in  total  supplies  necessarily 
became  sloT/cr.    At  the  same  time;,  civilian  demand  as  well  as  war  requirements 
for  all  dairy  and  poultry  products  continued  to  expand.    This  basic  condition 
MCiS  emphasized  by  the  imtpcsition  of  price  ceiling  regulations  as  the  heavier 
demands  contimcd  in  the  late  simmer  of  1942  to  result  in  price  increases.  ?i[hen 
prices  were  fixed,  supplementary  reg-alations  becajne  necessary  to  govern  the  dis- 
tribution of  the  limited  supplies.    Nev;  developments  during  1942-43,  therefore, 
were  largely  now  procurement  tcchniq^ues,  new  regulations  limiting  the  production 
or  sale  of  particular  products,  and  new  regulations  governing  the  distribution 
of  available  supplies  among  v/ar  a,gencies  and  among  civilians. 


I.    H}G  .mD  POULTRY  PRODUCTS 


Tot al^  supplies  of  eggs  and  poult r^-  in  the  summer  of  1942  vrcre  ample  . to  meet  all 
civili:>n  and  Government  or  war  requirements.  Substantially  all  of  the  process- 
ing capacity  in  the' Nation  was  being  utilized  for  drying,  eggs  for  shipment  under 
the  lend-lesise' progrr^m.  Major  problems  at  that  time  involved  needed  increases 
in  egg-drying  capacity,  needed  impro vem.ent s  in  the  techniques  of  egg  drying  so 
as  to  insure  higher  uniform  quality,  and  the  completion  of  a  packaging  program., 
for  shipping  dried  eggs  in  consume]>-size  packages. 

Work  has  continued  throughout  the  year  on  all  of  these  problems,  and  by  the 
middle  of  1943,  they  were  all  much  nearer  final  solution.    By  July  1,  1943,  the 
number  of  egg-drying*  plants  in  operation  had  increased  to  126  from  71  a  yeSir 
earlier,  and  the  total  .capacity  had  increased  from  252  million  pounds  of  dried 
eggs  per  year  to  425  million  pounds.    Resident  samplers,  resident  inspectors,' 
laboratory  ajialyses  aiid  reports,  extensive  work  directly  v.dth  plant  operators, 
and  additional  vrork  on  specifications  and  standards  for  fresh,  frozen,  and 
dried^eggs  have  all  contributed  to  a  much  improved  quality  situation.    More  than 
130  million  pounds  of  egg  pcfrader  were  delivered  to  the  British  during  the  year 
in  5~ounc<3  packages.  ; 

vJhile^ these  problems  continued  to  be  Important  ..and  urgent  throughout  the  year 
and  viilX  continue  so  in  1943-44,  other  m^agor  developments  during  the  year  created 
critical  distribution  problem^  i>.rhich'  are  undoubtedly  more  coriplex  and  vdll  be 
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nore  difficiilt  of  solution.    L'lnodiate  sources  of  nost  of  these  newer  problaas 
v:crG  the  price  ceiling  regulations  issued  by  the  Office  of  Price  Administration 
coupled  vdth  the  over-rJ.1  influence  on  trends  in  total  egg  -and  poultry  supplies 
-of  the  heavy  increase  in  livestock  ond  poultry  nuiiibers  in  relation  to  feed  supplies. 
Price  ceiling  regulations  and  the  short  supply  conditions  disrupted  narketing 
practices  and  the  novenent  of  eggs  and  poultry  through  regular  marketing  channels. 
They  threa±,ened  to  reduce  sharply  the  supply  of  eggs  for  drying  purposes,  resulted 
in  sub sb ant i el  black  n,rj*ket  operations  in  poultry,  end.  forced  military  buyers  to 
resort  to  emergency  measures  to  procure  fresh  eggs  and  live  and  dressed  poultry.  ' 
Total  production  of  eggs  and  poultry  begaji  by  Jiily  1942  to  shov/  signs  of  not  keep- 
ing full  pace  vrf-th  the  increase  in  vj^r  requirements  and  civilian  demand,  particu- 
larly-as  civilian  demand  continued  to  expand  as  a  res'olt  of  other  foods  being  ' 
rationed. 

These  problems  relating  to  price  ceiling  regulations  and  total  supplies  of  eggs 
and  poultry'  iToro  not  solved  in  1942-43>  although  several  corrective  measures  were 
inaugurated.    They  remain  as  basic  ajid  potentially  critical  problems  for  1943-44 
and  sho?r  signs  of  becoming  much  more  serious  particularly  during  the  xTinter  months 
XYhen  current  production  is  somev/hat  smaller.    The  follo?dng  table  indicates  the 
nature  of  the  basic  supply  problem  for  eggs  as  it  may  be  expected  to  de"^elop  if  no 
action  is  taken  to  insure  greater  supplies. 

■ ■   .    •        .      Price  pnd  Sapply  Problems 

The  temporaj:^/  price  ceilings  placed  on  egg  end  poultry  products  in  October  1942 
created  fevf  problems.    The  permanent  nnd  tmiform  ceilings,  however,  created  a 
number  of  significant  distribution  problems  ^vhich  are  still  partly  unsolved. 
Ceiling  prices  on  live  and  dressed  poultry  established  in  December  1942,  resulted 
in  major  shifts  in  marketing  methods,  largely  because  of  changes  in  price  dif- 
ferentials c-^nd  in  the  allovvances  for  storage  and  other  mexketing  practices.  Sub- 
stantial   Kblack-m?j*kct "  operations  in  poultry  grew  out  of  these  regulations.  They 
were  so  acute  in  the  spring  pud  summer  of  1943  that  requisitioning  had  to  be  adopted 
in  order  to  insure  ample  supplies  for  the  railitai^''  services.    The  shortPsge.  of  meat, 
of  course,  contribijted  to  a  very  heavj'"  civilicun  demrnd  for  poultry  products,  nnd 
lent  spccirl  incentives  bo  the  "black-market"  operations. 

Perma.ncnt  ceilings  on  eggs  and  egg  products,  effective  late  in  February  1943^  also 
created  a  number  of  problcnis,  although  different  in  ch?j'acter.    Price  ceilings  for 
dried  eggs,  com-parcd  to  ceilings  for  shell  eggs,  vj-ere  set  at  levels  which  I'iiscour-  » 
aged  dried  egg -production.    Also,  seasonal  price  differentials  ivore  established  at 
such  high  levels  that  a  hea^'^r  storage  movement  was  started. 

T\TO  food  orders  v.^^rc  issued  late  in  March  1943  to  offset  the  effects  of  these 
ceilings.    These  orders  v;ere  designed  to  prevent  speculative  storing  ?jid  to  place 
limitations  on.,  the  use  of.-,  eggs.    Principal  provisions  of  food  order  a,  40  2nd  41' were 
■  as,  fo.llows:   ,  (l).    eil  shell  eggs  , in  storage  on  May  ■  20:  were- set  aside  .for  use  by 
governmentci  agencies  or  for  delivery  to  egg  drying.. plant s; -  (2)  .  the. eggs  stored 
aXtor  March  25  were  required  to  be  removed  from  stor,^_ge  after  June  15j  .  (3).  no 
stor3.ge  of  shell  eggs  iras  permitted  after  May  20,  except  that  working  inventories 
v.'cre  permitted, to  .allow  for  current  operations^  (4)    thQ, Food.  Distribution  AcJrain- 
istration  vras  obligrted  to  buy  ell  eggs  required  to  bc/rcmoyed  from  storaj^e;  (5) 
the  prp clue t ion  of  frozen  eggs,  dried    yolk,  and  dried  .albur:\^n-was- limited,  to  that 
produced  during  the  previous  year;         (6)  aJJL  spray  dried  whole  egg  was  set  aside 
for  govexTUuental  use. 


The  results  of  the  tvro  orders  were  that  by  August  1,  1943,  147,497,225  poundEr  of 
spraj^  dried  whole  egg  had  been  contracted  for  delivery  from  Jvly  1,  1943,  to 
January  31,  1944,  the  greater'  part  of  which  vrould  have  to  be  produced  from,  storage 
backlogs  of  shell  or  frozen  eggs.    For  this  production  approximately  14,700,000 
cases  of  shell  eggs^  or  the  eo^uivalent  in  frozen  form,would  be  required.    On  July  1, 
storage  stocks  amounted  to  approxLmately  9,000,000  cases  of  shell  eggs  and 
322,332,000  pounds  of  frozen  eggs  (shell  equivalent  ~  8,597,000  cases). 

Disposition  of  the  17,600,000  cases  and  frozen  equivalent  is  estimated  to  be  as 
follows:  (1)  6,000,000  cases  -  shell  eggs  held  as  drying  backlog;  (2)  1,000,000 
cases  -  shell  eggs  held  by  the  armed  forces;  (3)  1,000,000  cases  -  shell  eggs  held  ; 
in  set-asj,de  status;  (4)  1,100,000  cases  ~  shell  eggs  held  as  psxt  of  mrk  inven- 
tories; (5)  3,500,000  cases  (equivalent  ia  frozen  form)  -  held  for  commercial  use; 
and  (6)  5,000,000  cases  (cquivplent  in  frozen  form)  -  held  as  drying  backlog.  This 
indicates  that  the  objectives  of  the  orders  v;ere  achieved. 

The  prices  established  under  these  ceilings  xrerc  in  the  aggregcjte  high  enough  to 
encourage  increased  production  of  chickens,  broilers,  and  other  poultry,  as  well  as 
eggs.    Total  supplies  h,avc  not  yet  become  a  major  problem,  therefore,  although  thi^ 
problem  may  arise  before  the  end  of  1944 • 

It  vfa.s  necessary  to  continue  the  price-support  program  for  small  lots  of  shell  eggs 
in  the  Southern  States  in  order  to  improve  prices  in  that  area.    The  1941-42  program 
ijas  continued  into  July  and  August  1942  in  Floi-ida,  Georgia,  South  Carolina,  and 
■■/est  Virginia.    A  nevf  progran  for  .1943  was  started  in  February  1943  in  these  States, 
as  well  as  in  Alabama,  Arkajisas,  Kentucky,  Louisiana,  Mississ-ippi,  North  ■  C arolina, 
and  Virginia.    A  standing  offer  by  FDA  to  buy  eggs  in  lots  of  10  cases  or  miore  at  a 
fixed  price  in  this  axca  has  done  much  to  increase  prices  and  encoura^ge  greater  pro- 
duction, part  iciilarly  in  those  areas  where  marketing  facilities  viere  not  developed, 

Purchase  Programs 

More  than  200  million  pounds  of  dried  whole  eggs  v;ero  pui^chased  during  1942-43  by 
FDA  at  a  value  of  over  231  million  dollars.    These  purchases  were  largely  for  lend- 
lease  shipment  to  Great  Britian  and  other  Allied  Nations.    Approximately  half  of 
these  dried  eggs  vjcre  repackaged  under  FDA  supervision  in  5-ounce  packages  designed 
to  facilitadic  consumer  distribution  overseas.    These  5-ounce  packages  contain  tho 
equivalent  of  one  dozen  shell  eggs.    A  new  14-pound  package  for  dried  eggs  was 
developed  during  the  year,  involving  a  rectangular  fibre  box  which  not  only  saved 
much  shipping  space  as  compared  T'dth  the  us^aal  round  barrel,  but  the  fitore  can  be 
repulped  for  other  uses*    Tests  arc  also  being  miade  on  compressed  egg  povfder 
tablets  to  further  conserve  shipping  space. 

These  c^jried  eggs  were  purchased  largely  on  a  contract  basis  from  approximately  120 
plants,  most  of  vtilch  have  been  placed  in  operation  since  eajrly  in  1941.  Advance 
_  purchase  contracts  have  been  made  in  most  cases  to  enable  egg  driers  to  contract  in 
advance  for  a  supply  of  eggs  so  as  to  keep  the  plajits  ia  oDeratioa  throughout  the 
jcar,  .  ^ 

Other  purchases  of  egg  .and  poultry'-  products  by' FDA  have  included  more  than  27,000 
pounds  of  frozen  chickens,  cud  57,^00  pounds  of  frozen  turkeys  for  the  Caribbe.an 
program  and  for  Waa^  Siiipping  Administration;  more  than  19,000  cases  of  eggs  under 
Lhe  southern  price-support  program;  and  aajnost  223,000  cases  of  eggs  under  other 
programs,  largely  for  Havfaai  and  War  Shipping  Administration. 


Production  Facilities  md.  P-cka:^os 

Construction  of  nc^;:  egg -drying  plr.nts  continui^d  durinj  1942-43  ■ath  41  n-^-;.'-  pl-.nts 
■going- into  operation.    These  ■'.fore  located  in  areac  -.iie/e  egg  suppli>-s  r.-ere  adequate 
•an'd  now  facilities  viere  Trar-ranted.    Totrl  capacity  of  tht.  nea^  pl.-jits  (bas^:-d  on  a 
.  300^ ay  operation,  22  hours  per  dry)  is     stiniatud  t be  120  million  pounds,  bring- 
ing the  total  capacity  for  the  United  States  up  to  approxiiaately  425  million  pounds 
of  the  dry  product  annually  in  126  plants. 

During  the  yosr  it  became  increasingly  evident  that  many  egg  c'rying  pl.-jits,   som.;.  01 
v/hich  i?ere  tentatively  approved  by  the  Food  Distribution  Acijnirii  strati  on,  er-^ 
operating  ^rith  unsatisfactory''  equipment.    M.3xiy  pl?iits  had  purchased  considerable 
secondr-equipm.cnt  v/hich  vras  continually'"  breaicing  down.     Sbc  •crLnient  s  sh  '-;eG  a  grw-t 
many  practices  rnd  some  equipment  to  be  obsolete  and  unsatisfactory.    I.uch  :  :)rk 
•has  been  done  to  improve  or  correct  these  conditions.    The  present  egg  drying 
capacity  is  deemed  to  be  adequate  t^,'  taJke  caro  01  any  ■•^jiticipati.d  demand  for  dried 
eggs  end  also  it  is  sufficient  to  dry  all  of  the  eggs  vihich  v.dll  be  availabl-:,  far 
this  purpose.    The  expansion  progrsxii  in  the  development  of  egg  drying  ol-jits  is, 
therefore,  completed  vdth  the  exception  of  some  possible  minor  e::p:;nsion  in  plants, 
;or  in  the-  replacement  of  present  equipment  ojncl  better  facilities. 

Many  applications  iiavc  been  received  and  approved  for  prioriti>:,s  for  poultry  pro- 
cessing equipment,  particularly  poultry  dri^ssing  equipment.     Frinciprl  items  for 
yjhich  priorities  have  been  requested  crc  poultry  prickers,  poultry  scalding  equip- 
ment, feeding  and  holding  batteries,  cooling  racks,  and  other  related  facilities. 

Cont.ainers  for  poultry  Piid  eggs  havo  probably  b^.cn  revjlutioniz^i^d  sine-  the  b^^ginn- 
ing  of ■  the  war.     The  scarcity  of  tin  plate  necessitated  the  J.iniination  this 
material  in  the  manufacture  of  30-pound  frozen  egg  contriners.    Corrugated  ond 
solid  fibre  frozen  egg  containers  axe  in  general  use  today.     Likc^doe  a  slirotage 
of  vcneor  stimulated  the  develoxoment  of  the  30-dozen  corrugated  rnd  solid  fibre 
egg  case-.    Reserxch  is  under  "vay  to  improve  the  fibre  case,  particularly  in  regard 
to  its  tendency  to  break:  doTrn  in  cold  storage  and  in  shipment.    Further  work  has 
been  done  in  standardizing  the  sizes  of  shipping  containers  i;-r  dressed  poultry. 
The  sizes  of  these  cont.ainers  are  now  lindted  to  six  for  chickens  and  four  for 
turkeys.    This  should  result  in  economy  and  greater  efficiency  in  the  production 
'of  these  shipping  containers.  ■. 

Grades  ond'  Quolity  St oiid .-^drd s 

Most  of  the  U.  S.  Standards  and  Grades  for  Eggs  and  Druss-d  Poultry  \rorc  revised 
during  1942-43  to  m,ake  them  more  - adcqiate  for  pr^^s-nt  conditions.    Pric^  ceilings 
for  these  products  Yfcre  necossrxily  based  on  grades  and  it  was  deemed  desirable  to 
have  these  grade  specifications  idc-nticol  with  U .     .  St  andai'd:^  -nd  Grades.  The 
revised  Standards  end  Grades  have  gCner:dly  been  incorporated  in  th<.  pricL.  ceiling 
regulation.  •  . 

Official  U.  S.  Standards  for  Quality  of  Individual  Eggso'i^r^  promulg.ated  to  t-^ke 
"  the  place  of  the  previous  U.  S.  Standards  it)r  Indiviclurd  Eggs.    T^nt^tivc  U.  S. 
Consumer  Grades  vxere  issued  to  t.al<e  the  pi -.ce  of  the  Taat  dive  U.  S.  liet-^il  Grades 
previously  in  use,  and    Tentrtive  U.  S.  Pr  .^cur^.m^nt  Grades  t  )  t  d:..  the  place  of 
U.  S.  Export  Grades  for  Eggs.    Tentative  U.  S.  ^Vh^desale  Grades  i-^r  Eggs  vroro 
•likemse  issued  to  take  the  place  of  the  previous  ':;holesTde  Grades.  Tcnt.-^tive 
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U.  S.  Stondards  for  Classes  pjid  Grades  for  Dressed  Turkeys/- Dr..ssed  Chickens  and 
Dressed  Ducks>  Geese,  Guineas, -and  Squo.bs  T-ere  issued  to  rc.plo.c^  the  previous 
standards  in  uso.  ...  .  .. 

Considerable  v:ork  ivas  carried  on  in  formulating  specifications  for  dried  eggs  and 
vrhile  no  u'.  S.  Grades  have  been  issued  for  these,  the  specifications  developed 
have  been  incorporated  in  the  announccraent s  under  vrhich  dried  eggs  have  been  pur- 
chased for  l^nd-leasc.     Additional  rrork  has  been, carried  on  in  developing  specifi- 
cations for  frozen  eggs  and  a  revision  of  the  U.  S.  Standp,rds  for  Classes  ?nd 
Grades  for  Live  Poultry.'    ■  .. 

A  revised  color  chart  shovdng  the  appearance  before  the  cmdlo  of  eggs  typical  of 
the  four  basic  U.  S.  Grades  has  been  prcp.-'red  cjid  is  being  distributed  in  place  of 
the  previous  color  chart.  .  ■ 

An  extensive  educational  and  demonstration?!,  program  has  been  organized  to  f.amilia]?- 
ize  all  groups  including '  producer s,  'handlers,  iid  consuraers  v.dth  the  requirements 
of  the  vrxious  U.  S.  Strxidards  and  Grades  CJad  the  cooperative  Federal-State  in- 
spection DJid  grading  procedure.    This  vras  initiated  by  the  calling  of  regional 
conferences  to  -;,hich  there  v/crc  invited  representatives  of  oil  educational,  trade 
-^nd  regulatory  groups  in  the  respective  area.     At  these  regional  conferences 
plons  were  outlined  for  conducting  educationcl.  and  demonst rational  progr-'jns  for 
h,andlcrs,  producers,  ?nd  consuj;iers,  -'.nd  for  tiraining  Oificirl  ruid  non-official 
graders.    These  have  beon^  and  aj'e  boing,  follov/i-d  by  the  org ^niz ;'.tion  of  State 
comirdttces  through  vrhich  the  needed  education.?!  ?nd  demon str. at ional  progr.-ms  mr^'' 
be  carried  to  the  interested  groups  in  the  various  States,  coui.ities,  and  com- 
munities. 

Processing  and  Marketing  Methods 

Work  on  processing  and  marketing  practices  has  centered  largely  on  the  production 
of  dried  eggs  for  -.rar  use.    This  has  involved. r.a inly  th^  \nal;-sis  of  reports  on 
dried  egg  povrcler  receivud  from  tho  Chicago  Labor  at  orj.-'-.    By  virtue  of  these  - 
analyses,  it  has  been  possible,  to  deterr.iine  the  pl:aits  v.'hich  arere  doing  the  best 
and  most  consistent  job  raid  the  plants  vrhich  \j-ere  doing  a  marginal  or  unsatisfac- 
tory job.    This  in  turn  has  made  it  possible  to  focuc  attention  on  these  marginal 
plaiits  so  that  steps  may  b^  taken  to  bring  about  improvement'  in  the  qualitj;-  of  the 
povifder  raa.nuf  ;\ctured  by  these  plants  and,  thereby  an  average  improvement  in  the 
tota!  poader  manufactured.     Sisc  cxpcrienc>..d  technicians  have  a'"crked  T,dth  egg  break- 
ing, egg  freezing, and  egg  drying  plants  in  supervising  operations  '^nd  techniciucs 
to  insure  the  production  of  quality 'products  to"mcet  "/ar  Food  Aclmini^rtr -^tion 
requirements, 

Gooperat-ive  projects  have  been  developed  r.dth  the  Bureau  of  Animal  Industry  and 
the  Bureau  of  Chemistry  and  Engineering  to  determine  the  beat  method  of  shell  treat- 
ing eggs  to  preserve  quality  in  storage  -^.nd  the  beat  method  of  prep,?ring  -nd  pack- 
ing canned  boned  chicken.: 
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II.    LIAIJUFACTURED  DAEiY  PRODUCTS 

Peck  production  levels  for  the  principrJL  rarnuf r.ctured  dr.iry  products  were  reached 
during  the  1942-43  fiscal  ycrx^,  ,?nd  during  the  latter  half  of  tliis  ycr:c  production 
beg<?j-i  to  recede  from  theec  peck  levels.    This  totol  suppljr  condition  was  the-con- 
biiied  result  of  a  levelinj  off  in  totrl  railk  production,,  a  leveling  off  in  the 
quantity  of  v/nole  niilk  sold'  at  wholesrle  '07  farmers,  and  a  continued  stepd7  in- 
crease, in  the  volume  of  milk  sold  as  fluid  railk  ^,nd  fluid  crerm.    These  juint 
developments  loft  a  smaller  volurac  of  liiole  rdlk  to  bo  processed  into  cheese, 
evaporated  nn.ll',  dry  whole  ndll<,  :uid  skim  niUc  poxrdur. 

At  the  saiae  time  irox  dem.ands  for  these  princip?!  dolry  products,  including 
crearacrj/-  butter,  continued  to  incro,aso  particularl^r  as  more  U.  S.  soldiers,  srdlors, 
?jid  mrrines  were  sent  .'over  seas  and  the  dcmojids  on  the  part  of  the  m.ilitr.ry  forces 
for  mpnufacturod  dairj^  products  v/hich  could  be  shipped  and  stored  necessarily 
increased. 

The  over-all  supply  picture  ^-^nd  the  character  of  distribution  problems  under  these 
conditions  shifted  drastically'"  during  1942-43-     In  early  suiamer  <:;f  1942,  for  ex- 
ample, it  was  necessary  to  ask  manufacturers  of  evaporated  milk  to  retreat  from 
the  high  level  of  production  which  they  had  att rained.    More  thru  20  million  cases 
01  evaporated  milk  irere  in  the  h-mds  of  the  Goveriament  and  the  serious  shipping 
situation  made  it  necessary  to  reduce  lend-lease,  as  well  as  milit        r.nd  overseas' 
shipments.    Evaporated  mill-c  production  aras  reduced.     Ho',e:Ver,  civilian  demand 
increased  shorply.    During  the  seasonally  lev/  producing  months  of  December,  J'^nuary, 
and  Februrry,  civilio^n  supplies  were  short  aid  substantial  quantitits  of  evaporated 
milk  were  released  into  civilian  trade"  channels.    l^Jhen  the  shipping  situation  im- 
proved .-:'xid  war  demands  increased  sharply  in  the  spring  of  1943^  it  vras  not  possible 
to  increase  production  rapidly  because  of  the  lii.dted  volume  of  milk  av.iilable. 
The  result  v/as  that  it  v/as  not  possible  to  satisfy  the  requests  of  all  of  the 
claimant  p^gencies  for  evaporated  milk.     Also,  it  bec-^xae  nccessaiy  t'^  inaugurate 
consumer  rationing  of  evaporated  rdlk  early  in  June  1943.     It  appears  that  ration- 
ing vdll  have  to  continue  until  the  end  of  the  w.v  and  that  it  T.dll  not  be  pos- 
sible to  meet  oil  requests,  for  ev:.porated  miLk  on  the  part  of  lend-le.';se  and 
milit rxy  agencies. 

A  shift  of  essentially  the  same  character  took  place  e.uring  the  year  in  the  suppl^^ 
and  distribution  picture  of  dry  or  povrdercd  skim  milk.     In  the  fall  i  f  1942;> 
supplies  of  spr.-^y  process  povrdLd-ed  skiia  milk  vrere  short,  but  the  Governa.ent  hold- 
ings of  roller  process  powdered  skim  milk  a-ere  particul:n-ly  heavy.     P-rt  of  these 
stocks  were  released  to  the  trade  in  November,  December,   and  J-^jiuary  in  order  to 
relieve  the  st;^roge  situation  an^l  to  provide  poi/.'e.^r  to  hoJ<:ers  in  onler  that  they 
Loight  comply  rdth  the  requirements  of  the  Food  Distribution  Order  No.  1  -'Bread  « 
vdth  respect  to  milk  content.    By  the  end  of  th..  fiscal  year,  total  production 
of  povfdered  skira  milk  was  running  sub Etanti.-^XLy  belovf  a  year  :^go  ?nd  it  had 
become  necessary  to  issue  -ji  order  requiring  all  m-^nuf  acturers  of  povj-dored  skim 
m-lk  to  set  aside  75  percent  of  their  percent  of  their  produ.ction  for  sale  te  the 
Governraent.    Even  vdth  thia  ordci*  it  has  been  nececsar-'  b-  '  deny  many-  of  the 
urgent  requests  from  luid-1  ease  '^nd  iiilitrrj'  claimants  fr-,r  pcmlcrcd  skin  milk. 
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Production  of  dried  whole  milk  has  continued  to  increase  sind  hy  June  1943^  vras  at 
a  level  sufficient  to  supply  all  of  the  urgent  vfar  req^uirement  s  and  to  leave 
■  approxiJTiately  normal  supplies  in  civilian  trade  channels. 

Production  of  both  cheese  and  crearaery  butter  declined  somevrhat  durin<^  1942-43 
under  the  general  irapact  of  a  lower  total  supplj^  of  milk  for  manufacturing  pur- 
poses.   Both  products  vrere  placed  under  point  rationing  late  in  March  1943* 
Particularly  for  American  cheese,  the  production  of  vrhich  had  greatly  increased 
in  1941-42,  the  supplies  available  for  TYar  purposes  in  1942-43  vrere  substantially 
less  than  the  requests  from  various  claimant  agencies  for  this  product.  ' 

The  primary  turning  point  in  the  entire  supply  and  distribution  situation  for 
manufactured  dairy  products  occui'red  in  September  and  October  1942  -"./ith  the  im- 
position of  price  ceilings  on  these  products  and  the  continued- sharp  increase. in 
civilian  consumption  of  fluid  millc  and  cream.    Prior  to  this  time  there  had  been 
no  price  control  on  manufactured  dairy  products  lath  the  exception  of  support 
prices  which  were  administered  through  C-ovcrnracnt  purchase  operations.    The  totai 
production  of  manufactured  dairy  products  riad  been  increasinT,  steadily  '  ith  sup- 
port prices  at  levels  designed  to  encourage  this  steady  increase  in  step  -.dth  c::- 
panding  needs.    Milk  was  succossiully  diverted  from  the  production  of  one  product 
to  that  of  another  by  changing  relative  prices,    '.jar  roo^uirements  for  the  various 
products  had  been  shifting  substantially,  largely  \)ith  changes  in  the 'amount  of 
shipping  space  available  for  food  products  moving  abroad. 

I'laxiinum  prices  for  individual  sellers  v/orc  established  for  all  of  these  products 
at  the  levels  eixisting  from  Sepbembcr  2B  to  October  2,  1942.    Pex-manont  and  uniform 
price  ceilings  vrcre  developed  for  tiiese  products  and  at  the  same  time  it  v.^.s 
announced  that  the  Department  of  Agriculture  v.^ould  suppoii:  dairy  products  prices 
on  the  central  vniol^salc  markets  at  tn.,  ceiling  levels.    These  levels  were  46 
cents  for  butter,  12-1/2  cents  fu:.'  roller  process  skim  milk  powder,  14-1/2  cents 
for  spray  process  skim  mill^  pov^der,  the  equivalent  of  2?  cents  for  American  cheese, 
including  a  subsidy  of  3-3/4  cents  per  pound,  and  the  equivalent  of  about?,  04.19 
per  case  for  evaporated  miJl:,     Some  jf  the  other  products,  such  as  condensed  skim, 
milk,  whole  milk  povfder,  and  othv.r  types  of  cheese  are  not  3^et  under  uniform 
ceilings,  but  prices  are  frozen  at  the  levels  which  prev.ailed  during  the  period 
from  Septiinb^r  28  to  October  2,  1942. 

i 

"./ith  these  prices  in  effect,  together  v.dth  the  ceilings  '..'hich  vrere  alr>-ad^''  in 
effect  on  mill<:  for  fluid  use,  th>^  returns  to  farmers  for  milk  and  butterf at  were 
stabilized,  and  with  support  prices  at  the  ceiling  levels  the  relative  returns  to  •■ 
farmers  from  different  uses  of  mJ-lk  i/crc  sto.bilized. 

There  raiiained  at  the  end  of  the  yerj^  sev^^rol  outstanding  problems  rdth  respect 
to  thu  supply  of  millc  availrblu  for  processing  into  these  various  products  and 
the  division  of  this  supply  pjiaong  tho  sepai^cite  products.     First,  the  relative 
market  values  for  whol',_  ■  mill:  and  for 'farm  separated  crcaJ'a  \rere  such  that  the 
shift  from  the  delivery  of  farm,  separated  crerjn  to  vniole  milk  had  largc-ly  ceased. 
The  valuo  of  skim  milk  for  m.anuf acturing  must  be  "increased  in  order  to  take  care 
•  of  this  problem.     Second,  nr.rk'-t  values  for  milk  going  into  whole  milk  povrder 
and  condensed  skim  milk  vrere  encouraging  the  diversion  of  milk  to  thes^  products 
to  ail  undesirable  extent.     In  ulioli^  milk  poi.rd^^r,  for  example,  many  plants  v.'erc 
making  roller  pi'ocess  poxYdur  f  ..^r  sal^^  tj  bsJcerius  for'  immediate  consumption.  A 
'third  outstanding  problem  r/as  the  continued  diversion  of  both  m.ilk  and  cvcm  to 
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fluid  use.    Fluid  milk  sales  were  continuing  to  increase  and  fluid  ere am^ demand 
was  such  that  cream  was  being  drawn  ai'my  from  many  m.anuf acturing  plants  in  the_ 
Middle  ¥est  for  Eastern  consum.ption.    Finally,  there  was  a  need  for  uniform  ceil- 
ings on  the  additional  products  such  as  condensed  skim  iTiilk,  anim.aJ.  feed  powder,, 
and  other  products  which  had  not  by  the  end  of  the  year  been  placed  mder  uniform 
ceilings*  • 

The  over-all  production  problem  involves'  the  basic  level  of  all  dairy  products 
prices.    Total  mill<  production  on, farms  leveled  off  beginning  in  October  1942^  for 
the  first  six  months  of  .1943,  total  milk  production  on  farms  .was  exactly^  equal  to 
production  a  year  eai^lier.    Returns  to.  dairymen  for  millc  production  had  increased 
less  since  the  v:ar  started  than  returns  to  farmers  for  most  other -jaaj or  farm  prod-' 
u&ts,  particularly  those  prodiJfcts' using  the  same 'feed  :and .  other  ..farm  resources  as 
dairying.  -  •   •  ■  • 

Allocations  and  Procurement  Procedures 

The  daily  products  most  essential  in  direct  war  programs  were  fairly  plentiful 
relative  to  tot  sil  . needs  .until  late- in  1942.    Beginning  in  Noverabei?  1942,  hoivever, 
it  began  to  be  necessary  to  take  emergency  steps  to  divide  the  supplies  of  the 
various  dairy  products  among  the  .vj-al*  ..agencies  and  aniong  civili.:^s;    These- emer- 
gency steps  were  along  three  main  lines:   -(l)    Limitation  orders  restricting  the 
use  of  milk  for  particular  products^  •.(2)    :Controlled  distribution  .of  limited 
supplies  of  particular  products  among  civilian s^  and  (3)    Set-aside  or  reservation 
orders  requiring  that  a:spocifiod  part  of -the  production  of  various  prpducts  be 
reserved  for  sale  to  Government  agencies. 

Limitation  orders  were  first  placed  on  the  sale  of  cream  and  the  production  and 
sale  of  ice  cream  in  November  1942  by  the  Vifar  Production  Boar.d  and  replaced  by 
Food  Distribution  Orders  effective  early  in  February  1943*    Food  Distribution 
Order  No.  13  prohibits  the  sale  of  creaii  having  a  buttcrfnt  content  in  excess  of 
19  /percent,  except  sales  on  physicians'  prescriptions,  and  except  sales  in  those 
states  vihere  the  order  conflicts  viith  State  lavvs.    The  order  is  designed  to  dive2rt 
approxima.tely  80  million  pounds  of  buttcrfat  to  more  essential  uses. 

An  order,  FDO  No.  8,  limiting  frozen  dcdry  food  md  mix,  applies  to  approximately 
15,000  "Processors"  manufacturing  products  which  include  ice  cream,  ice  EdlkE, 
milk  ices,  frozen  custards,  sherbets,  ice  creria  mix,  ice  cream  powders,  milk  shrke 
mix,  ajid  similar  preparations.    It  is  intended  that  the  milk  saved  under  Food  Dis- 
tribution Order  No.  8  xAll  be  available  for  consumption  as  fluid  mill<,  or  process- 
ing into  milk  po?j-der,  butter,  cheese,  or  other  products  in  greatly  increased 
demand  by  the  armed  forces,  civiliaiis  and  allied  nations.     Savings  under  the  order 
are  estimated  to  approximate  the  equivalent  of  nearly  100,000,000  pounds  of  butter 
and  over  60,000,000  pounds  of  dry  skim  milk  a  year. 

To  accomplish  this  saving,  the  order  provides:     (1)    Processors  must  limit  the 
utilization  of  total  mill<:  solids  in  all  frozen  dairy  foods  made  for  civilian  con- 
sumption to  65  percent  of  the  base  period,  December  1,  1941,  to  November  30,  1942: 
(2)    the  total  milk  solids  content  of  all  ice  cream  and  related  products  must  not 
exceed  2  percent,  by  vj-eight;     (3)    processors  ^may  not  use  more  than  8  parts  of 
milk  solids-not-fat  to  each  10  parts  of  milk  fat  in  ice  cream;  otd  (4)  processors 
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Producti.on  of  dairy  pro'-'ucts  in  the 
United  States,  by  fiscal  j'-ear    '  : 


,  Year 

1  Dr^'^pripTV 

t  butter  ]_/ 

1  (ll-lppqp 

!  Araerican 

:  milk  unsv/eeten- 
case  poods 

•  poT/dered 

1      1       'A.'X\I5  i*l.-XX\. 

Dried  or 
powdered 
skim  rnilk 
( human     ^  ^ 

1  nnn 

T  nnn  .< 

1  nno 

' , '  'ij  .  . 

i ■    . pounds 

:  pounds 

:      pounds       •  ) 

[  pounds 

pounds 

1935-36 

!  1,649,378  - 

'  494,031 

\  1,839,510 

!      19, •88    .  ! 

.  199,858 

1936-37 

:  1,629,899  ' 

•  497,528 

!      2,070,956  : 

i      14,363  ' 

.    243,15e  • 

1937-33 

!  1,685,302  ' 

'  536,900 

I  2,025,124 

;      18,078  ! 

267,008 

1938-39'  ' 

1  1,826,594  \ 

538,721  ! 

1  2,092,975 

22,703  ; 

279,212 

1939-/^0. 

1  1^790,649  ! 

567,905  ! 

'  .    2, 307.,  020 

28,152  ! 

298,925 

194-0-a  I 

1.1,880,793  ! 

647,134  ' 

2,649,584 

37,571 

345,806 

1941^4-2- 

.  1,789,246  i 

936,605 

3,903,454  : 

51,428  j 

.  475,^95 

1942~A3 

.  1,764,710  J 

794,141 

3,-64,826  ; 

!■ '3,649  : 

513,778 

1/  ..Excludes  farm  butter  production  vjUic.h  .!ias  b&en  about  400,000,000  pounds 
annually,      ■  •  .  •  . 
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may  utilize  for  the  production  of  frozen  dairy  foods  other  than  ice  cream  (sherbets, 
custards,  ice  milk,  etc.)  up  to  10  percent  of  the  quota  of  total  milk  solids  or  th^ 
same  amount  as  they  used  during  the'  base  period  if  within  their  quota,  whichever 
is  the  higher. 

To  provide  an  adequate  supply  of  ice  cream  and  other  frozen  daiiy  foods  for  the 
armed  forces,  the  order  exempts  deliveries  of  these  products  to  designated  military 
agencies.    Ice  cream  made  for  the  armed  forces,  however,  may  not  exceed  the  limits 
set  on  total  milk  solids  content  and  the  ratio  of  eight  parts  of  milk  solids-not- 
fat  to  ten  parts  of  milk  fat.  '      .  , 

Dui'ing  the  first  si±  months  of  operation  under  the  order,  close  cooperation  by  the 
frozen  dairy  foods  industry  vfas  an  important  factor  in  achieving  insofar  as  possi- 
ble the  objectives  set  forth  above. 

Distribution  of  maaiuf actured  dairy  products  among  civilians  has  been  facilitated 
through  the  controlled  release  of  evaporated  milk  and  skim  milk  powier  last  winter 
and  through  the  rationing  of  butter,  cheese  of  all  types  other  than  cottage  cheese, 
and  evaporated  and  condensed  milk.    Through  rapid  shifts  in  war  requirements  and 
the  operation  of  price  supporting  purchase  programs,  the  Vfer  Food  Administration  ,  _ 
had  accumulated  largo  stocks  of  roller  process  skim  milk  powder  and  of  evaporated 
milk  by  the  end  of  1942.    Close  to  k  million  cases  of  evaporated  milk  and  over  33 
million  pounds  of  skim  milk  powder  vrcre  resold  to  the  tra.de  during  the,  winter 
months  of  short  civiliaja  supply,  to  be  distributed  in  the  areas  of  most  critical 
shortages. 

Direct  war  demands  for  dairy  products  increased  shai,rply  in  the  spring  of  1943^ 
v/ith  the  gromng  military  personnel  and  the  improved  shipping  situation.    It  became 
necessary,  vdth  supplies  restricted,  to  limit  civilian  consumption  to  the  point 
where  consumer  rationing  became  necessary.    Butter  and  the  principal  types  of  whole 
milk  cheese  began  to  be  rationed  late  in  March  1943.    Evaporated  and  condensed 
milk  rationing  vas  started  early  in  June  1943*    Other  types  of  cheeses  wore  ;ilso 
placed  under  rajtioning  about  the  same  time. 

All  of  these  dairy  products  have  been  rationed  from  the  outset  under  the  point 
sj^stem,  along  vdth  moats  and  fats.    Point  values  have  been  altered  somewhat  on 
butter  and  the  cheeses  other  than  Cheddar  or  American  cheese  in  order  to  bring 
effective  demand  more  nearly  into  line  with  supplies  available  for  civiliajris. 
There  had  not  been  sufficient  experience  by  the-  end  of  Juno  1943  to  appraise  in 
conclusive  terms  the  effect  of  this  method  of  ra.tioning  in  creating  the-  desired 
distribution  pattern  for  these  dairy  products.    Tentative  analyses  indicated 
several  rather  serious  problems  regarding  both  geographical  distribution  and 
distribution  ajriong  different  consumer  groups. 

The  set-aside  or  reservation  orders  on  dairy  products  have  been,  designed  (l)  to 
implement  consumer  r aliening  by  leaving  in  civiliaji'  trade  chaimels  only  the  approx- 
ii^:iate  allocation  to  civilians  each  month  and  (2)  to  serve  as  a  procurement  tech^  ■ 
nique  to  insure  war  agencies  their  allocated  supplies.    Plans  along  these  lines 
v/ere  made  late  in  1942  vvhcn  price  ceilings  and  price  'supports  at  the  ceiling 
levels  v;ere  announced.    Such  plans  contemplated  no  pattern  of  seasonal  variations 
in  price  and  no  storage  operations  by  the  trade,  since  it  was  apparent  that  the 
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quantity  allocp,tcd  to  civilipjis  v;ould  be  about  cqurJ.  to  or  less  than  production 
in  the  scasonrllj^  lowest  months  of  production.    Variations  in  the  percent r^c 
required  to  .be  set  .aside;,  for  sale  to  the  Governiiiont  arc  plrjined  to  accord  as 
closely  as  practicable  mth  scasoncJ,  variations  in  production.    Thus  purchases  are 
heavier  in  the  heavy  production  months  oxid  Government  stocks  rre  build  up  to  supply 
v;ar-needs  during  the  short  production  season. 

On  butter,  the  first  temporary  order  issued  by  the  War  Production  Borrd  in  Novembor 
1942  (l.'^±.er  reissued  es  FDO  No.  12)  required  half -of  the  butter  in  storage  in  35 
cities  to  be  held,  for  so-le  to  the- Govoramcnt .    Tiiis  w'as  necessary  to  meet  ?Ji  acute 
procureTAent  problem  for  the  Arriiy  and  for  Russia.    The  permanent  set-aside  order 
FDO  No.  2  on  butter  bccc'ne  effective  on  February  1,  1943^  requiring  .every  person 
producing  more  thrji  12,000  pounds  of  butter  in  rjiy  month  of  1942  or  in  January  1943 
to  set  aside  and  hold. for  deliverer  to  designated  agencies  at  least  a  specified 
percent  of  t^io..  quantitj-  produced  bcgirjiing  February  1,  1943.    The  percentage  v/as 
50  for  Ib.y,  June,  •■?'nd  J'ulj^,  30  for  August,  20  for  Scpte:±)cr,  vdth  no  percentage 
for  October  1043, 

As  a  result  of  the  order,  urgent  militar3^  requirements  ivere  met  on  schedule. 
General  industry  cooperation  v:as  achdeved,  and  it  became  a.pparcnt  that  the  order 
or  some  modification  of  it  should  be  continued  as  the  best  method  of  dividing 
ILmited  butter  supplies.    Administr.r^tivo  problems  tarosc  mainly  in  deficit  areas 
vrherc  all  of  the  production  had  fomcrly  been  consumed  locally.    In  these  cases, 
the  set-aside  program  represented  a  distinct  departure  from  normial  operations.  On 
the  other  hraid,  in  the  heavy  production  areas,  the  order  v/as  accepted  as  completely 
workable^ 

The  order  on  cheese^  FDO  15,  v.diich  follo7;s  a  pattern  similar  to  the  butter  order, 
provides  that  each  cheese  manufacturer  viho  produced  more  th-^n  8,000  pounds  of 
Cheddai''  cheese  in  any  calendar  month  during  the  period  from  Jrjiuarj''  1942  thi'ough 
January  1943  sh,':'ll  set  aside  end  hold  for  delivery  to  designated  Government 
agencies  a  specified  percentage  of  his  manuf  ."XJture.    These  percentages  are  varied 
monthly  so  as  to  le.ave  cii  appro:-dmately  uniforr.i  monthly  quantity  of  cheese  avail- 
able for  civilian  consumption,  and  viorc  fixed  at  -50  percent  for  the  m;onths  of 
February,  March,  raid  April,  70  percent  for  Kay^  June,  and  July,  and  are  60  percent 
fcr  August  -^nd  September,   rnd  50 -percent  for  October. 

On  skim  milk  porrcler,  the  first  set-aside  order  (DA-1)  applied  only  to  spray  pro- 
cess poTTder.    Issued  enrly  in  November  1942,  it  reserved  90  percent  of  the  produc- 
tion for  Government  use.'  'Demands  during  e?rly  1943  for ^ skim  milk  pov/der  became 
so  heavy  that  most  cl-im.nait  agencies  requested  either  roller  process  or  spray 
process  por/der.    As  a  result,  this  early  order.  ■;.^.s  replaced  on  June  1,  1943^  by 
FDO  No.  54 ,  reserving'  75  percent  of  both  spr^^y  pjid  roller  skim  milk  powder  for  sale 
to  designated  Govcrniaent  rgencies.    Tiiis  percentage  does  not  var^r  seasona.lly  as 
in  the  case  of  butter  rnd  cheese. 

Set-aside  ordes  have  not  been  used  for  i^fhole  milk  powder,  nor  for  evaporated  and 
condensed  milk.    For  v:hole  milk  povKlcr,  the  high  perishability  of  the  product  has 
precluded  the  building  of  Government  stocks  rnd  has  necessitated  a  procurement 
schedule  closely  geared  to  immediate  needs.    The  sra,?ll  number  of  processors  and 
well  organised  industry  associations  have  made  f ormol  procurement  orders  unneces- 
sary for  evaporated  and  condensed  miHc, 


Total  "purchases  ''>f  •■d-ftiry  products  by  .'and  for:  FDA  during '  1942-43  reach  a  v^Zue  of 
about  $175,000,000.    Such  purchases  included' 149  niillion  pounds .  of  butter,  155 
million  pounds  of  cheese,  197,  JTiillion  pounds  of  skim  milk  powder,  31  million 
pounds  of  v;hole  milk  por.-der,  3  million  cases  of  evaporated  milk,  and  900,000 
cases  '  of  sweet  oned  -cond en scd  mlk. 

Those  purchases- wore  made  to  acquire,  supplies  for ' lend-lease  and  other  emergency 
purchases,  -  nhd  to  carr^>  &ut  the,- commitments  of  the  Secretary  of  Agriculture  and 
the  yiixr  Food' Admini'str pt-or-  to  support  prices  of  the  major  dairy,  products.  The 
r'jnnounced  support  prices  corresponded  with  the '  price-' ceilings  established  by  the 
Office  of  Price  Administration.  ,  •.Accordingly,  the  purchases  were  made  on  the  basis 
of  such  price  ceilings.  -  •  .  ,    .  ..   .  ■ 

.Purchases  of  d^ary  products  for.  Food  Distribution  Administration  continued  to  be 
made  through  the  Fcde'rnl- Surplus  Comraodit.ies,  Corporation  and  the  D, -dry  Products 
Marketing  Association,,  rji;  orgoiii-aatiori  .of  rc;gibn^'?l.' d.ri.r'y- 'marketing  cooperatives 
which  has  been  assisting  the  Department  of  Agriculture  in -operating  its  purchase 
'and  stabilization  progr'qm^s.  since  ;1938..   Purchases  of  butter  rrxd  natural  Cheddar 
cheese  in  the  open  mr^j-kets  have  been  m;acc  through  the  Association  under  on  arrange 
ment  v/hereby  the '  Association, "has  purchased',  ,,ha.n died,  stored,  rjid  sold  such  prod- 
ucts as  ag-^nts  -cf-^thc  C-ouaocity  Crci. lit  .  Corporation!,  as  directed  by  the  Food 
Distribution  Administration*  ,  The  A3Soci;::tion  has  been  storing  such  proddcts  for 
^subsequent-  di-sposal- by..sale'...to  the -Federal  'Surplus  Commodities  Corporation  as 
.needed  for  lend-lease  ,and  other ■  emergency  requirements,-  or  by  sale  to  the  Armed 
Forces  or  other  agencies  9<s,  directed.    P;rocui'ement  'through  the  Association  has 
facilitated  ^and-  expedited  prompt,  purcha.s'e,  deliverj^,  and  payment  for  the  products 
set  aside  pursuant  to  Food  Distribution  Orders'.    The^  Federal  Surplus  Commodities 
Corporation  has  continued 'to 'purchase  natural- ;ciieese  on  the  .  Wisconsin  Cheese 
Exchange  as  well  a,s  to  buy  process '  cheese,  dried  skim,  milk,  evaporated  milk, 
.sV/eetened  condensed  milk,  arid  dried  vdaole  milk  directljr  in  the  open  markets. 

A  special  problem  arose  at  the  time,  of  the  rollback,  in  butter  prices  announced  by 
the  Office  of  Price  Administration.    Provision  was  not  made  for  payment  of  the 
subsidy  on  stocks  of  butter.    It  became  apparent  that  prices  to  creameries  and  to 
fajTCcrs  vrould  be  decreased"  during  the '■few.' vfepks  prior  to  the  effective  dates  of 
the  ro.llback  and,  subsidy  unless  emergency  action  was  taken.    After  consultation 
vri.th  the  Office  of.  Price  A'dml-hi'stratioh.,  ;.the- Fo.od  Distribution  Adm.ini  strati  on 
announced  that'  it  v^quld' stand  feady  to  purchase .  tjirough  the  Dairy  Products  Market- 
ing-Association' at 'the' re-rollback  prices...a.ny  butter  offered  in  carlots  up  to  the 
effective  dates' of  "the  rollback  in  accorda^C!,©.  i-dth  the  commitiuont  to  support  price 
During  the  month  .pr.eced'ing- the  effectiva':,tifflc,  of  .the  rollback  in  prices,  Dairy 
Products:  Marketing  Asseciat'ion  purchasexi;,  about  78  million  potinds  of  butter.  These 
purchases  prevent  'reductions' in ' prices- 1;©  farmers  as  well  as  serious  financial 
losses  on  butter  inventories' -held  by-...CQp.pQrative.,  and  private  creameries  and  han- 
dlers of  butter.    HoTj'ever,  the  heavy  .par c-imses  represented  almost  entirely  a  speed 
up  in  the  sales,  and-  deliveries  of  ..set t.aside  butter.    The  total  purchases  by  Govern 
ment  agencies  from  February'  1  to  Ji;inc.. 30  during  x»;hich  period  the  set -aside  order 
had  been  in  operation,  ivere  less  than  the  total  quantity  required  to  be  set  aside. 
The  price  rollback  and  the  emicrgcncy  purchase  action  resulted  in  an  una.voidable 
temporary  shortage  of  civilian  supplies  in  early  June.    Ho-iTOVor,  by  distributing 
the  early  June  production  in  domestic  channels,  and  setting  aside  butter  for  Gov- 
ernment agencies  out  of  late  June  production,  the  trade  was  able  to  restore 


civilian  supplies  to  the  allocated  civilian  consumption  level.    Since  the  effective 
dates  of  the  rollback:  in  butter  prices.  Government  agencies  have  purchased  butter 
at  the  new  price  ceilings.    Such  purchases,  together  vdth  the  subsio;^'"  of  5  cents 
per  pound  paid  to  creameries  by  the  Reconstruction  Finance  Corporation,  have  tended 
to  maintain  prices'  to  farmers  for  milk  and  cream  at  the  pre-rollback  level. 

Cheese  Subsidy  Program 

Cheddar  cheese  prices  vjere  unusually  lov'f  relative  to  other  dairj''  products  vjhen 
price  ceilings  wore  established  in  October  1942.    Action  v/as  neccssar;^-  to  make  the 
value  of  niilk  for  cheese  production  equal  to  its  value  in  producing  other  dairy- 
products  in  order  to  maintain  the  production  of  Cheddar  cheese  in  sufficient 
volume  to  supply  military  and  lend-lease  needs.    Because  of  the  "hold  the  lino" 
general  price  policy,  a  choose  subsidy  program  was  adopted  in  lieu  of  an  increase 
in  coiling  prices  for  cheese,  after  consultation  vdth  and  upon  advise  of  the 
Director  of  Economic  Stabilization. 

The  subsidy  program  became  effective  December  1,  1942.    It  has  been  financed  by 
the  CGC  arid  a&aiaietered       the'FDA.    using  the  services  of  Dairy  Products  Marketing 
Association  in  carrying  out  the  mechanics  of  the  program. 

Briefly,  the  prograjn  has  been  operated  as  follovjs:    A  standard  offer  of  the  Com- 
m.odity  Credit  Corporation  vras  distributed  to  cheese  factories  and  accepted  by  them. 
It  provided  that  Commodity  Credit  Corporation  would  purchase  cheese  produced  by 
factories  on  the  basis  of  27  to  27-1/4  cents  per  pound,  according  to  moisture 
content  of  the  cheese,  and  simultaneously  resell  the  cheese  to  the  factories  on 
the  basis  of  23-1/4  cents  which  is  tlie  ceiling  price.    Each  month  the  factories 
vjould  file  applications  for  the  difference  of  3-3/4  or  4  cents  per  pound.  Pro- 
vision was  included  to  require  factories  to  distribute  the  subsidy  to  producers 
-  supplying  milk  in  addition  to  prices  othorvdse  paid  for  such  milk. 

From  December  1,  1942,  through  June  30,  1943^  ^11,377,000  were  paid  on  300  million 
poounds  of  cheese,  to  approximately  1,900  cheese  factories.    It  is  estimated  that 
by  enabling  Cheddar  cheese  factories  to  pay  as  much  for  mi3-k  as  other  daily  pro- 
cessing plants,  the  program  has  maintained  cheese  production  at  least  100  million 
pounds  larger  than  it  ^j-ould  have  been  v.dthout  either  the  subsidy  or  an  upward 
adjustment  in  prices. 

Dairy  Products  Standards 

All  existing  Federal  sta^ndards  for  dairy  products  vrcre  carefullj'"  analyzd  and 
reviewed  during  1942-43  ij^^  consultation  vdth  represent ritivcs  of  producers,  han- 
dlers, and  State  agencies,  in  the  light  of  ncxv  developments  in  quaility  improvement 
and  control,  prcjctical  oxpcriancc,  and  ncv/  conditions  of  production,  processing, 
and  handling.    Revised  offici-al  U.  S.  standards  for  grades  of  Cheddar  cheese, 
dried  dkim  millc,  and  dried  vAiole  milk  vierc  issued.    In  addition,  suitable  spccifi— 
captions  for  products  needed  for  special  v.rar  uses  have  been  developed  and  advisable 
standajpds  for  other  dairy  products  studied.    Such  sta.ndards  a.nd  specifications  con- 
stitute the  basis  of  Federal  gra.ding  by  the  Food  Distribution  Administration.  This 
service  not  only  is  used  in  connection  with  ail  purchases  of  dairy  products  for 
lend-lease  and  other  v;ar  programs,  but  also  is  availa.ble  to  the  ■whole  dairy 
industry. 
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PF«cessing'  and.  Marketing  Facilities 

The  extreme  perishability  of  rnilk  coupled  vdth  the  expanded  voluiae  of  pr©duction 
since  the  start'  of  the  v^far  has-  placed  an  unuisual  strain  upon  the  entire  dairy  raanu- 
facturing  industry.    Operations  have  had  to  continue  at  top  speed  and  yet  repairs, 
replacements,  aiid  expansions  of  capacity  have  become  increasin::;ly  difficult  in 
view  of  the  shortages  of  metal-s  and  trucks  end  tires. 

Materials  and  equipmait- for  repairs  and  replacements  have  been  provided  for  under 
orders  issued  by  Mar  Production  Board.    Food  Distribution  Ad^rdnistration  has 
assisted  both  the  industry  and  V/ar  '  Production  Board  in  this  connection  by  bringing 
to  the  attention  of  the'' latter  agency  cases  needing  emergency  action.  :  The  Adminis- 
tration has  submitted  recommendations  to  War  Production  Board  concerning  advisable^ 
revisions  of  its  orders  to  adequately  meet  the  needs  of  the  dairy  industry  for  ; 
repairs  and  replacements.    Also  estimates  ^^-nd  recommendations  as  to  the  requirer* 
ments  for  such  items  as  milk  cans  and  other  containers  v^rere  submitted  to  the  ¥ar 
Production  Board. 

Facilities  for  processing  mtmuf actured  dairy  products  have  been  concentrated 
largely  in  certain  areas  where  i/jiiole  ndlk  normally  has  been  marketed  by  farmers. 
The  major  potential  sources  of  more  rrdlk  solids  are  the  areas  vrhere  farmers  nor- 
mally have'  separated  the  ndlk,  retained  the  skim  milk  for  livestock  feeding,  and 
delivered  the  cream  to  'eroamepies  for  m.muf acturing  into  butter.     Accordinglj'-,  the 
major  part  of  the  facilities  program  has  been  to  e::oanu  present  facilities  and 
establish  additional  facilities  for  delivering,  handling  and  processing  vrfiolc  milk 
in  such  areas  as  fast  as  farmers  have  shifted  froiii  crc^jii  to  \;iiolc  milk  deliveries. 
Food  Distribution  Adiaini  strati  on  has  encoui^ogod  such  shifts  and  such  expansion.  Jt 
has  reviexved  and  investigated  applicstions  for  priorities  on  equipment  for  such 
expansion.    It  has  recommended  such  priorities  for  all  projects  where. available 
milk  supplies  and  lack  of  adequate  facilities  vf arrant ed  the  establishment  of 
expanded  or  nevr  facilities.    fhC'  oxpc-msion  so  far  has  taken  place  largely  in  areas 
of  heavy  production  virhere  shifts  could  bo  rcadil,y  made  in  sufficient  volume  to 
wfsrrsxit  plant  expansion.    The  possible  e:±ent  of  further  f-cilitic:s  expansion  will 
depend  largely  upon  the  cidcnt  of  further  diifts  from  cream  to  i/holo  ndlk  dcliv-  . 
erics.    Further  extensive  shifts  Here  not  in  prospect  under  the  price  conditions 
existing  at  the  end  of  the  fiscal  year.    Bc^causc  of  the  grcatljr  increased  wr 
requiranents  for  drying  milk,  major  emphasis  -vfas  pl.".cod  on  expansion  in  facilities 
for  producing  dried  skim  milk  and  dried  whole  milk  during  the  fiscal  year.  Prior- 
ities were  rccomraendod  on  cquip.mcnt  for  obout  7G  dr^dn,^,  units,  orincip.ally  for 
dried  skim  milk.    In  addition,  priorities  were  rv^coiTuncndod  on  numerous  items  of 
equipment  to  enlarge  the  capacity  of  ^^dsting  drying  facilities  as  v^ell  as  facili- 
ties for  processing  other  dadry  products  from  whole  nilk. 

Meanwhile,  the  Administration  has  continued  to  encourage  and  assist  various  operajt- 
ing  organizations  in  the  industry  in  considering  possible  locations  and  in  develop-^ 
ing  facilities  expmsion  projects.  .  ' 

Encouragement  was  given  to  e:q3ansion  of  facilities  for  makin,;  such  products  as 
casein,  dried  butterrdlk,  dried  v.rhey  and  j:dlk  sugor.    Sueh  products  contribute 
needed  supplies  for'  human  food,  indu-strial  uses  or  rnimal  feed.    In  some  cases, 
the  volumes  or  quality  of  sic im- milk  or  whe]^  are  not  adequate  at  the  start  to 
vrsTrant  establishing  facilities  only  for_  producing  huir^an  f.ood.    However,  the 
establishraent  of  facilities  v/nich  'may  be  ustd  for  eidher  purpose  encourages  and 
pumits  a  gradual  improvement  in  equality  :.Tnd  incrv_;asc  in  volurae  suitable 
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for  hiiman  food,    Mean'iYhile,  they  add  to  the  supplies  ^or  industrial  and  arJLraal 
feed  uses. 

The  program  for  lend-lease  financing  of  facilities  in  cases  rjhere  other  financing 
was  not  available  v.'as  continued  during  the  fiscal  year.    This  program  is  available 
to  farmers* cooperatives  which  arrange  with  the  Farm  Credit  Administration  or  Farm 
Security  Adrrdnistr ation  to  secure  temporary  loans  idth  vriiich  to  construct  nev: 
facilities.    The  program  provides  that  upon  completion,  the  Government  ■•n  1 1  pur- 
chase the  facilities  and  lease  them  to  the  cooperatives  for  operation  upon  agreemenii 
by  the  cooperatives  to  sell  the  products  to  the  Government  for  lend-lease  uses.  ;;"It, 
also  provides  that  the  cooperatives  msy  purchase  the  facilities  at  the  end  of  thg.- 
eniergcncy.    During  the  fiscal  year  8  lend-lease  skim  milk  drying  facility  projoi^B^'^ 
were  approved.    Several  more  vrere  in  process  of  development  at  the  end  of  the  fisca!J. 
year. 

During  the  fiscal  year  9  applications  for  certificates  of  necessity  were  recom- 
mended.   These  certificates  issued  by  the  War  Department  authorize  private  corpera- 
tions  to  amortize  over  the  period  of  the  emergency  investments  in  facilities  deemed 
necessarj^  to  the  war  effort. 

Special  attention  in  the  way  of  ma.rketing  facilities  has  been  given  to  milk  hauling 
problems,  both  T,jith  respect  to  local  f  am- to -pi  ant  liauling  and  long-distance  haul- 
ing in  tank  trucks.    A  special  progrem  v;as  developed  in  cooperation  vrxth  the  Office 
of  Defense' Transport  at  ion  sjid  the  Ifar  Production  Board  for  the  construction  of 
almost  200  ncv;  tank  tracks.    Their  allocation  ivas  hajidled  largely  on  the  basis  of 
analyses  of  needs  and  individual  recomraondations  by  the  Food  Distribution  Adminis- 
tration.   The  supply  of  trucks  for  farm-to -pi ant  hauling  remains  a  major  problem 
for  1943-44^  v/ith  many  of  the  trucks  novr  in  use  beginning  to  need  replacement  or 
major  repairs. 

Packaiging  problems  for  milk  and  dairy  products  ha.ve  also  been  carefully''  ajialyzed, 
axid  in  each  case  vjhere  critical  materials  have  been  involved,  appropriate  recom- 
mendations have  been  made  to  T7ar  Production  Boaird  for-  necessary  alterations. 
Special  problems  have  been  encountered  vd.th  respect  to  the  supplj^  oi  tin  and 
steel  for  farmers'  mill<:  cans,   a^  xaclL  as  for  evaporated  milk  and  condensed  milk, 
processed  cheese,  whole  irilk  poyjdQV,  and  milk  infant  foods?  wooden  boxes  for 
export  shipm-entsj   and  vilth  respect  to  paper  for  fresh  milk  containers  and  other 
uses.    Experimental  work  with    the  industry'-  has  in  several  oases,  facilitated 
the  use  of  substitute  rraterials,  and  the  maintenance  of  a  close  working  relation- 
ship with  War  Production  Boa^d  and  others  has  prevented  s:]'iOe'.s  de'Lays  due  to 
package  problems. 

III.    FLUID  LIILK  AIJD  CRE;a.:  PRODuJ 'S 


Increased  sales  of  fluid  milk,  fluid  cream,  and  fluid  by-products,  such  as  butter- 
railk  and  cottage  cheese,  took  pla.ce  in  all  major  milr  mar-k'  t.s  durlvig  1942-43* 
Higher  consumer  incomes  and  the  scarcity  of  other  foods,,  pa.roi';i;'..aily  coffee  and 
soft  drinks,  vjere  largely  responsible.    In  majiy  individual  ma^'-kctG.  the  problems 
of  supplying  the  heavier  denands  were  intensified  by  the  influx  of  war  vrorkers  and 
military  personnel.    In  all  areas,  hoxvever,  per  capitfe.  sales  in  June  1943  appeared 
to  be  8  to  12  percent  higher  for  fluid  roiUc  than  in  June  1942, 
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Retail  niilk  and  cream  prices  were  "frozen"  in  May  1942  at  th©  March  1942  level 
under  the  General  Maximum  Price  Regulation.    D^lring  the  winter  and  early  spring 
of  1942-43  prices  in  most  major  markets  were  increased  .about  1  cent  per  quart, 
although  in  many  smaller  markets  the  prices  had  not  been  changed  by  July,  1943. 
In  February  1943,  prices  which  might  be  paid  .producers  for  milk  for  fluid  milk 
use  were  frozen  at  the  January  1943  level.    These  regulations  have  Deen  generally 
effective  in  stabilizing  such  prices,  .  but  they  have  also  influenced  both^the  pro- 
duction an  d  the  sales  of  fluid  milk.    Prices  have  not  been  high  enough  in  some^ 
sections  to  stiraiaate  increased  supplies  to  the  extent  necessary  to  keep  pace  with 
sales  increases.    By  the  same  token,  the  fact  that  fluid  milk  prices  have  in- 
creased less  since  the  v/ar  started  than  the  prices _  of  any  other  major  food  product 
cacccpt  bread  has  encouraged  the  consumption  of  fluid  m-ilk. 

Transfers  of  milk  bctv/een  ma-rkets  have  been  facilitated  by  the  fact  that  no  price 
coiling  has  been  placed  on  the  sales  .of  milk  from  one  handler  to  another.  This 
has  meant  that  milk  dealers  in  those  markets  which  have  been  short  ±n  supply  have 
been  able  to  secure  milk  from  long  distances  and  to  negotiate  freely  with  dealers 
in  other  markets  for  extra  supplies.    The  lack  of  price  regulation  for  this  type 
of  sale  has  led,  hovfover,  to  some  hoarding  of  milk  and  has  adversely  affected^' 
those  dealers  in  the  larger  markets  who  depend  upon  other  dealers  for  their  milk 
and  do  not  buy  directly  from  producers. 

In  most  of  the  m.arkcts  along  the  Atlantic,  Gulf,  and  Pacific  Coasts,  local  milk 
supplies  were  inadequate  to  meet  local  demands  during  all  or  most  of  1942-43.  It 
has  been  necessar^r  to  ship  milk  irito  these  areas  from  other  markets  which  tradi-" 
tionally  have  large  quantities  of  milk  in  excess  of  their  fluid  sales.    The  con- 
centration of  military  training  camps  in  the  southern  States  has  necessitated  the 
movement  of  a  great  deal  of  milk  from  northern  mexkets  to  these  southern  areas. 
In  some,  cases,  this  milk  has  been  moved  in  bottled  form  from  other  markets.  In 
other  co.se s,  milk  processors  have  expanded  their  facilities  in  the  South  and  .have 
transported  the  milk  in  biiLk  form,  '.  ' 

Continued  increases  in  fluid  milk  sales  have  exerted  tremendous  pressure  on  mill\ 
health  regulations  and  resulted  in  fluid  milk  dealers  reaching  out  further  for 
supplies  and  attempting  to  transfer  large  -producers  from  mnufacturing  outlets  to 
fluid  markets.    There  is  every  prospect .  that  this  Pressure  vdll  become  even  greater 
in- the  fall  and  Yjintcr  .of '1943-44  unless  corrective  measures  arc  taJcen.    It  vdll 
undoubtedly  be  necessary  during  the  year,  in  order  to  prot ect ' manuf  acturing 
supplies  and  in  order  to  prevent  a  further  break doivn  of  fluid  milk  price  control 
and  established,  marketing  methods,  to  adopt  some  means  of  cixrbing  fiirther  expansion 
of  fluid  milk  s;al.os.    It  scorns  probal)lc  that  an  attempt  vdll  be  made  to  do  this 
wdthout  resorting  to  individual,  consumer  rationing  of  fluid  milk.    The  problem  is 
complicated  by  fairly  vdde  variations  in  per  capita  consumption  among  different 
sections  of  the  count ly  and  by  fundamental  differences  in  marketing  methods  and 
consumption  hab.its,    A  series  of  local  liijitation  orders  roay  be  adopted  for  this 
purpose, 

■The  only  step  li^-hich  has  been  taken  alor^g  this  line  so  far  has  been  the  issuance 
of  a  food  order  prohibiting  the  sal.e  of  fluid  cream  halving  more  than  19  percent 
butterfat.    This  measure  vras  talcen  in  December  1942  and  has  been  effective  in 
conserving  butterfat  for  more  essential  usest    Sales  of  cre.am  having  19  percent 
butterfat  or  less  have  continued  to  increase,  however, .  and  in  some  markets,  the 


total  anioimt  of  buttorf at  being  sold  as  fluid  cream  hj  July  1943  was  almost-  equal 
to  the  volume  sold  before  this  limit  atloii- order  xvas  i'ssuod,    'In  other  markets  the 
total  volume  of  cream  sales  is  still  belovr former  levels.    Hoi'.'over,  vdthout  the 
order,  cream  scdes  undoubtedly  ^fjould  have  been  much  larger.    It  will  undoubtedly 
be  necessary  to  take  further  action,  to-  restrict  the  mount  of  buttcrfat  and  solids- 
not-fat  being  sold  as  fluid  cream.  ■■ 

llilk  M-arkcting  Orders  and  Agr-oements 

There  vrore  26  marketing  agreement  rjid  order  programs  in  effect  for  fluid  milk 
during  all  or  part  of  the  year  ended  June  -30,  1943,  \inder  the  -authority  of  the 
xj.gricultural  Marketing  ;.grcoment  Act  of  1937,  as  amended.    Approxir.iately  130,000 
producers,  handling  about  14  billion  poujids  of  millc  worth  m.orc  than  408  oillion 
doll^irs  v.rerc  subject  to  tMs  marketing  cgreamonb  progrpjn.    (See  table.) 

Tvfenty-one  hearings  vrcvc  held  during  the  year,  20  at  the  request  of  producers 
principally  on  questions  of  price  increases,  and  one  on  an  Eiiergency  Price  amend- 
ment proposed  by  the  D 'ir^^  end  Poultry  Branch.    In  addition  to  the  EiTicrgency  Price 
Provision  added  to  all  orders  (20)  in  effect  in  June  1943,  1?  ajncndracnts  to  exist- 
ing orders  were  issued  dui'ing  the  yeajr.    FineJ.  action  on  hearings  held  in  Louis- 
ville and  the  Duluth-Superior  aiarkcts  was  still  ponding  July  1,  1943.    One  hearing 
resulted  in  a  new  program,  thr-X  in  St,  Joseph  County-,  Indiana..     A  proposed  new 
progrcm  in  Cumberland,  Llo.ryl'^nd,  f  riled  to  recoix'c  the  required  producer  approval 
to  niake  it-  effective.  ■  - 

The  regulation  in  Memphis,  Tennessee,  on  ■fhich  a  hecring  had  been  held  in  Juno 
1942,  bwccme  effective  October  4,  1942.    This  order  was  suspended  at  the  request 
of  the  producer  cooperative  in  January  1943  -"jid  terminated  in  June  1943* 

The^  he  ,?ring  on  the  Emergency  Price  Provision  referred  to  cbove  was  held  in  the 
Auditorium  of  the  Agriculture  South  Building  on  May  23,  1943*    Exrmiin'ition  of  .all 
marketing  agreements  and  orders  shov:ed  that  the  roll-back  .and  -subsidy  prograjii 
arinounced  for  butter  v/ould  have  the  effect  of  changing  the  prices  paid  to  producers 
in  Federal  order  markets.    The  amendmient  provided  that  in  calculating  prices, 
market  admLnistr ators  should  use  the  average  ma,rket  price  quotation  or  the  quota- 
tion plus  ^.n^r  subsidy  payment  s,  x^hichever  is  higher.    This  amendment  was-issued 
effective  June  21  in  the  following  markets:    Chicr^o,  Illinois|  Cincinnati^  Ohio; 
Duluth-Superior  (Minno  sot  arVJi  scon  sin)  |  Fb.-TJayne,  Indi-ma;  La  Porto  County, 
Indiana;  Louisville,  Kentuck;;,?-:  New  Orleans,  Louisiana;  Quad  Cities  ( Illinois-Iowa); 
St.  Louis,  Missouri;  T-ledo,  Ohio;  Greater  Boston,  Massachusetts;  Dubuque,  Iowa; 
F.^11  River ,  Mass  acAus'r'j.ts;  G-reater  Kansas  City_    (K'Jisas-J.'IissGuri) ;  Lowell-Lav^rence^ 
Massachus':.T/c,8:  O::-' a;--,::^a:.icii  Bluffs,  Ilcbraska;  Fkilr.delphia,  Pcnnsylvrnia;  Sioux 
Git";,  lovra^   -^lU  r/ashingt  011,  D.  C. ,   rnd  effective  Jxino  24  in  Nevr  York,  Ne\';  York. 

Several  old  licensvi.  and  order  pro gr cms  were  tL,rminated  during' the  yeai-,  including 
KplarAa^iOo,  Detroit,.  Fall  River  (the  license  ciid  -an  old  order),  and  New  Bedford. 
The  Ma.iphis  order  was  also  terminated. 

A  ncTv  order  v>ras  put  into  c^fiect  in  Cincimi.ati,  Ohio,  in  November  to  trko  the  place 
of  the  Mediation  ii.greer.ient  in  effect  at  that  time.     It  is  rjaticipated  th^t  the 
former  order  for  Cincinnati  vill  be  terminated  in  the  no-u"  future. 

Many  01  the  marketing  p^recmcnts  ^^nd  orders  have  provisions  for  seasonal  price 
reductions  for  the  summer  months.    Provisions  of  this  type  vrere'  suspended  this  year' 
in  order  to  aicournge  production  in  a  number  of  Fcderd  markets,  including  Nov;  York, 
Chicago,  Toledo,   and  Louisville, 
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treliminr.ry  estimates  of  total  nuinber  of  producers  and  producer- 
distributors,  estiritited  total  volui'ae ,  and  evstimate;d  total  returns 
to  i/roducers  in  various  markets  under  Federal  control  for  a  1-year 
period,  July  1,  ■1942-.Tune  ;30 ,  1943 


i\ umber  of 

ivstii  la  ted 

producers 
and  produc- 

; Lstimated  : 
:      to'tal  •  : 

total    .  ,'■ 
returns .to 

er  handlers 

volume    :  : 

producers^ 

..uTiiber 

l_,00O  JDos. 

Dollars 

'Battle  Creek,  i'-ich.  ; 

258 

:  25,365: 

737fj_243 

Boston,  Mass,  ; 

14,157  ■ 

■•1,232,805: 

36,834,033 

Chicaco,  111.  • 

17,558' 

:  ,2,364,545: 

b5,3o2, 576 

Cincinnati,  Ohio  1/  : 

4,636  ■ 

:      '  244,093: 

7,915,503 

Denver,  Colo.  7/ 

1,498 

:  .    79,967  3/: 

2,077,479 

Dubuque ,  "Iowa  l 

174. 

24,b23: 

6..J3, 2.46 

Duluth-.Superlor,  L.iinn.-'jis.  ■; 

1,403' 

■   oo  oqg. 

2,549,733 

Fall  River,  luass.                  -  : 

302,  ■ 

.  ,          41 ''724: 

1,701,096 

Fort.  Wayne  ,  Ind.  : 

699 

41,028: 

1,-247,30-5'  - 

Kansas  City,  Lo.-Kans.  r 

1,570 

, 137,192: 

^5,703,068 

La  Porte  County,  Ind, 

202- 

■  15,339: 

490,223 

Louisville,  i^y.  : 

1,630  . 

164,060: 

5,337,278 

Lowell-Lav;rence ,  Mass.'  : 

915 

■  89,470; 

3, 372,119 

kiemphis,  Tenn.    4/  : 

3^33  : 

24,199: 

,  910,123 

T  piAT   (  Jt'  1  p  n            T  n                                '  • 

J-  tJ\J  ,  ^  /  ^  • 

4" 763  508  - 

wew  York,  Ktv;  York  : 

55,178,  ■ 

6,079,330: 

180,964,549 

Omaha-Council  fluffs,  iebr,-Ia.  : 

'•  ■  ■  2, 348-  ■ 

.     ■  150,372: 

3,580,712 

I  hiladelphia  ,  Pa, 

■•     ■    9,748  ,  • 

...  971,095;. 

34,69  3,982 

'^uad  Cities,  Ill,.-In.          •    ■  : 

1,198  " 

84,857:  ' 

2,229,949 

St,  Louis ,  Mo..  ■  : 

3,782  • 

362,116: 

11,466,371 

Sioux  Citjr,  la.  ; 

562 

.  55,245: 

943,735 

Toledo,  Ohio 

■\       2,116  ■  : 

■  1^-1,441: 

3,668,'362  . 

Topeka,  Kans,  : 

137  : 

19,915  5/ 

5o5,512 

TtA/in  Cities,  Minn..  : 

5,435  ; 

501,210": 

.M3,932,--T-57  ■ 

■  ashington,  D .  C..  ■                     ■  : 

l,5oJ  .  ; 

401,180: 

14,883,712 

Michita,  ivaxts,,  •   '  : 

387  ■  : 

46,071  3/ 

1,330,268 

Total  •.             ,    ■    ■  ■   . 

130,241    .  : 

13,530,714: 

408,383,893 

1/  July  1  -  November  22,  194.:,  operating  under  a  iiTdiation  agreement  (repre 

■.sents  about  70  percent  of  tht,  m'^rket).  '    '  '•■ 
2/  license  suspended  J-anuarj^.  15,  194 3,  ■      ■■■  '\\ 
3/  P^eported  as  butterfat  and  converte'd  to" rilk  equivalent, 
4/  Order  effective  October  4 ,  .'1942.    Md  figures  rtportod  after  January  19, 
1943  -  terminated  Juno  22,  1943.        ' '~  "■         '   ■  '  , 
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Relief  milk  provisions  in  agreements  and  orders  providing  that  producers  get  'less 
for  mili:  used  for  relief  mill<:  purposes  than  for  milk  used  for  other  fluid  uses, 
vvere  also  suspended  in  several  of  the  markets. 

Handler  compliaice  with  mi  Ik  marketing  orders  continues  to  be  practically  complete 
in  all  markets*    During  the  yegr  about  50  nev;  cases  arose.    Approximrt,el;/  20  of 
these  resulted  in  court  action  and  about  30  cases  v/hich  arose  dviring  the  year  have 
not  yet  been  taken  to  court.    There  were  about  130  legal  actions  involving  non- 
compliance \dth  orders  pending  on  Jiine  1,.  1943*    Those  cases  involved  about 
$1,200,000  as  due  to  tlie  market  adirdnistrators  and  a  small  amount  as  due  to  pro- 
ducers.   Noncompliance  represented  only  about  $  percent  by  nimbcr  of  handlers  who 
are  subject  to  milk  orders  and  probably  less  than.  1  percent  of    the  volume  of  milk  i 
regulated  under  milk  orders. 

In  all  cases  litigated  during  the  past  year  where  the  \d.ola.tions  consisted  of 
fr?dlure  to  file  reports,  underpayir-ent s  to  producers,  failure. to  pay  administrative 
assessments,  or  failure  to  pay  producer-settlement  charges,  the  handlers  have  been 
ordered  by  the  courts  to  comply. 

There  were  about  49  petitions  wha.cli  had  been  filed  under  section '80(15)  (A)  of  the 
i^ricultural  Marketing  Agreement  Act  of  1937  pending  on  Jvly  1,  1942,    The  peti- 
tions tha.t  ha,ve  been  filed  generally  challenge,  interpretations  of  the  orders,  A 
few  challenge  the  legality'  of  provisions. ""■rhich  have  been: included  in  milk  orders. 
In  the  majority  of  the  cases  disposed  of  during  the  year,,  the  Secretajy  has  denied 
the  relief  reqi;osted  by  the  petitioner. 

Fluid  i'lilk  Purchase  and  Resale  Progr.am 

To  imtplament  the  actions-  for  higher  prices  to  producers  of  fluid  milk  in  the  face 
of  retail  price  ceilings,   a  program  was  developed  to  pruchase  and  resell  fluid 
milk  to  handlers  at-  a  loss'.    This  program  has  been  fina_nced  by  the  Commodity  Credit 
Corporation  and  has  been  operated  by  the  Food  Distribution  Administration  in  coope3>- 
ation  v.dth  the  Federal  mdlk  m'ajrket  administrators.    The  .program  ims  first  a.pprox^ed 
by  the  President  -on  October  2,  1942,  and  pro\ddod  for  it.s  operation  during  the  last 
three  months  of  the  cadendar  year  1942,    The  program,  was  designed  to  make  it  possi- 
blci  to  raise  prides  to  fluid  iidllc  producers  vdthout  increasing  the  cost,  of  milk  to  ■ 
consumers.     •  ■  : 

The  program  as  originally  recomitiended  ancd  approved  was  .established  in  three  ^ 
federally  regulated  rd  Ik  ma  rice  ting  axcas,  .namely,  the  Nevv.York  metropolitaji  area> 
the  Duduth-Supcrior  area.,  'and  the  Chicago .  area.    It  was  te3;:rdnatcd  on  December  31> 
1942,  and  xTas  superseded  by  adjustments  .in  retail  price  ceilings  -"ivhich  vrerc 
authorised  by  the  Director  of  Econoi.dc  Stabilization.    The  total  cost  of  the 
program  for  this  initi,ad  period  w-as  ^1^2, 433^000. 

A  nexj-  purchase  and  sale  program  wa.s  a.pproved  by  the  Director  of  Econordc  Stabili- 
zation on  April  15 .    Producer  price  increa.ses  had  been  authorized  in  a  few  areas 
just  prior  to  the  President's  "Hold-the-linei'  order  of  April  8j  hov/ever,  in  view 
of  the  President's  order,  handlers  were  not  penidttcd  to  raise  retail  prices.  In 
order  to  ha.ndle  the  conflict  the  purchase  and  sale  program  xvas  renewed.    The  nevf 
program  vras  established  in  the  following  markets:    Wasldngton,  D.  C;  />rlington- 
x'dexandidaj  Baltimore]  Philadelphia]  suburban  Pli^ladelphiaj  Pennsylvania  areas 
Nos,  4,  6,  8,  and  12;  WiLmingtonj  and  Omaha-Council  Bluffs;  at  a  cost  of  approxi- 
mately f^570,000  per  month. 
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The  plan  followed  under  these  programs  was  for  the  Commodity  Credit  Corporation 
to  piirchase  milk  distributed  in  each  market  for  consumption  as  fluid  milk,  paying 
for  this  milk  the  prices  \'diich  handlers  vrere  obliged  to  pay  to  farmers.    The  milk 
vras  resold  to  the  handlers  by  the  Commodity  Credit  Corporation  at  loxver  prices. 
Handlers  participating  in  the  program  were  required  to  comply  with  the  maximum 
price  regulations  for  milk  issued  by  the  Office  of  Price  Administration,  with  the 
applicable  Federal  mi  1  k  orders,  an  d  in  the  case  of  the  latter  program,  1^dth  Food 
Distribution  Order  No,  11. 

l/Iilk  Marketing  Economies 

Shortages  of  manpawer,  gasoline,  rubber,  and  other  ^'■ital  resoiirces  together  v\rith 
the  desirability  of  keeping  living  costs  vdthin  reasonable  limits,  made  it  apparent 
during  the  first  year  of  the  war  that  a  close  study  of  the  fluid  milk  industry 
should  be  made  to  ascertain  all  practical  po stabilities  for  the  effectuation  of 
reduced  distribution  costs  for  fluid  mi.lk.    A  nimibcr  of  emergency  research  projects, 
tooth    on  a  national  ;2nd  specific  market  basis,  were  undertaken  to  satisfy  this 
r  c spon  sibility . 

As  a  result  of  this  effort,  a  scries  of  conservation  meaetircs  of  sufficient  scope 
to  affect  the  price  of  ndlk  to  consumers  were  developed.    On  January  23,  1943^ 
Food  Distribution  Order  Ko.  11  was  issued  requiring  sCtion' by  the  milk  industry 
on  a  Nation-wide  basis  to  simplify  distributors'  operations,  as  the  preliminary 
step  to  further  orders  which  might  be  issued  in  particular  markets. 

More  detailed  v^ork  looking  tow.rd  detailed  economy  programs  has  been  undertaken 
for  a  selected  number, of  local  markets,  including  particularly  New  York  and 
Cliicago.    No  local  prograins  have  been  made  effective  so  far,  although  severjil  are 
still  under  active  consideration.    In  such  programs^  it  vrould  be  necessary  to 
coordinate  the  work  of  a  number  of  governmental  agencies.    Also,  each  such  program' 
r.aiscs  a  number  of  major  policy  questions  on  labor  relations,  standards  of  sermce, 
and  public  regulation  of  the  milk  industry. 


IV.    INSPECTION  mB  GRi"J)ING  OF  DAIlxY  AND  POULTRY  PRODUCTS 


Continued  expansion  of  inspection  and  grading  vjork  on  dairy  and  poultry  products 
vro.s  necessary  during  1942-43*    This  expansion  involved  larger  volumes  graded  for 
most  of  the  principal  products.    It  involved  increased  emphasis  on  grading  through 
the  establishment  of  price  ceilings  based  on  official  standards.  Cooperative 
agrcem.ents  vvith  several  additional  States  were  completed  during  the  year  to 
provide  grading  service  In  a  wider  area. 

Inspection  and  grading  work  daring  1942-43,  was  affected  to  a  considerable  extent 
by  a  tremendously  increased  demand  for  grading  service  on  account  of  parchascs  of 
dairy  and  poultry  products  by  govermental  agencies,  and  others,  in  connection  with 
the  war  effort.    Such  purchases  are  based  on  U.  S.  Grades.  'Inspection,  grading, 
and  check-fwcighing  of  daiiy  and  poultry  products,  therefore,  establishes  the  basis 
for  pa^nnoit  for  such  products  for  use  by  the  /xmed  Forces  and  lend-lease,  under 
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the  various  sot-asido  o'rdcrs^  ?.nd  clso  determines  compliance  ■'Arith  contract 
specifications*  OFA  price  rcgularions  for  d.airy  rnd  poultry  products,  being  'in 
most  cases  based  on  U.  S.  Grades,  resulted  in  an  increased  demand"  for  grading 
service  on  the  products  included  in  such  regulations,  ,  ' 

The  inspection  and  grading  work  continued  in  1942-43  to  operate  on  a  self-support- 
ing basis.    In  order  to  adequately  handle  the  large  increase  in  voluiae  of  work  on 
this  basis,  the  ser\'ices  of  the  vririous  State  Departments  of  ^igriculture  are 
enlisted  by  means  of  Federal-State  cooperative  agreements.    Pi'actically  all  the 
States  are  norr. under  such  agreements.    They  have  been  consuj^inatfid  during  1942-43 
v;ith  Connecticut,  Nevr  H^japshire,  Nov/  Jersey,  llaine,  Loxiisiana,  Kentucky,  Colorado, 
Montana,  md  Vi^-oming,    ;^rcem.ents  were  also  submitted  for  approval  to  Vermont, 
Rhode  Island,  Idalio,  an.d  other  States  v;hich  have ,  previouslj''  signed  agreements. 
ii.  vd-dcr  accept .?iice  of  grading  prograr.s  in  the  future  vriLll  be  based  in  a  large 
measure  on  the  continued  help  ^jid  cooperation  of  State  p^encies. 

Regional  supcr\dscrs  are  being  more  vddely  used  for  the  purpose  of  maintaining' 
uniform  interpretation  and  application  of  the  U.  S.  standards  on  dcJLry  and  poultry 
products,   as  a^cll  as  -assisting  in  the  tr?i.ning.  of  new  graders,    /ui  additional 
supervisor  of  cheese -grading,  was  assigned  to  the  iiid-/rost  area,  and  a  supervisor 
of  butter  md  cheese  grading  in  the  Pacific  Coast  area;    Regional  egg  and  poultry 
grading  super^vd. sor s  h^avc  been  assigned  to  fiv^  regions,  I'vlth  headquarters  at 
/itlanta,  Ncit  York,_  Dcs  Moines^  Dallas,  and  Denver.    In  addition,  resident  samplers 
have  been  pl?xjcd  in  all  egg  djrying  plants  selling  product  to  FSCC,  and  resident 
supervisors  have  been  placed  in  all  egg  brealcing  plants  inhere  such  product  I'^jill 
subsequently  be  ■dialed  ?nd  sold  to  the  FSCC.    The  increased  sole  of  drarj'-  and. 
poultry  products- to  govermiicnt  si  o^encies  on  the  basis  of  the  U.S.  stsjidards  of 
qu.ality  has  also  resulted  in  a  large  increase  of  resident  graders  in  plajats 
throughout  the  country'-  for  the  purpose  of  grading  eggs  end  poultry. 

Increased  dcm.rnd  for  eviscerated  poultrj^  has  resulted  in  considerable  expansion 
in  the  grading  of  such  products.    On  June  30,  1942,  there  were  53  plcnts  through- 
out   the  country-  -under  Inspection.    By  June  30,  1943,  this  number  had  increased 
to  69.    This  increase  nocessit cvted  the  e sb pbli shracnt  of  a  nevx  superxd so ry.  office 
in  Nei'-r  York  City  to  cover  the  Northeast  region.  ,  Additional  offices  are  in  process 
of  being  set  up  at  Om.aiia  and  at  San  Francisco.    Further  expansion  of  this  program 
is  anticipated. 

The  voliime  of  all  products  graded  during  1942-43  slio-\-.rcd  incre?.ses  over  the  volume 
graded  the  preceding  yeor,  lath  the  exception  of  shell  eggs,  cheese,  frozen  eggs, 
and  evaporated  milk.    The  increases  and  decreases  can  be  attributed  to  lend-lease 
purchase  prograxas,  various  set-aside  orders,  as  vjell  as  OPA  price  regulations. 
Regular  grading  programs  have  likc-^-v-isc  been  affected  by  the  vrar  effort,  and  con- 
sequently consideor-ble  variation  niciy  be  expected  from  time  to  time  in  volume  of 
product  graded.  '     '  ,' 
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Product 

1941-42 

1942-43 

— '       .  '    '     '  '          ,,.    ...    ...  . 

Butter  (lbs.) 

333-,766,655 

437  i  825',  000 

n  h  p  p   o   { 1  Vi    .  1 

350.028.906 

216,183,000 

^  ^17.953 

4.491,356 

45,451,386 

(shipping  Point  &  Term,  l>ikts,) 

27,068^227 

Dressed  Poultry  (lbs.)  (Inspected) 

115,481,493 

169,904,289 

Live  Poultry  (lbs.) 

1,187,701 

1,608,575 
67,198,696 

Dressed  Turkeys  (lbs.) 

52,182,867 

Frozen  Eggs  -  Graded  (lbs.) 

66,602,398 

21,711,622 

Dry  Skim  Ivlill<:  (lbs.) 

185,359,943 

290,333,000 

Evaporated  and  Condensed  Milk  (cc.sos, 

)  37,917,146 

8,094,123 

Dried- Eggs  (lbs.) 

138,896,111 

227,668,861 

Fro  sen  Egg  Inspections  (lbs.) 

2,234,220 

2,053,940 

17    Estiniat  od . 


y.    MARKET  Iffil^  FOR  DAIRY  AND  POULTRY  PRODUCTS 

The  job  of  reporting  market  prices,  sales'  terms  and  conditions,  ?xid  market  move- 
ments of  dairy  and  poultry  products  v^^as  very  greatly  .affected  in  1942-43  by  the 
imposition  of  new  price  ceiling  regulations  and  by  forced  changes  in  marketing 
methods  and  -channels  as  a  result  of  various  food  orders.    Accurate  .and  current 
market  news  became  even  more  important  under  these  conditions^  but  at  the  same 
time  even  more  difficult  to  obtain  and  also  more  difficult  to  relate  to  similar 
informr.tion  for  previous  m.onths  snd  years. 

Price  ceilings  vrcre  established  during  the  year  on  practically  all  of  the  principal 
dairy  and  poultry  products,  cither  fizzed  ceiling  levels  "■.irith  prescribed  differen- 
tiaJ-s  for  location  and  grade,  or  individual  ceilings  based  on  prices  prevailing 
during  the  previous  period.    Rationing  or  limitajtion  orders  were  issued  for  several 
products,  and  reservation  or  set-aside  orders  for  m-i^ny  others.    These  orders  changed 
the  flo'vT  of  products  to  market.    Black  maj?kcts  developed  for  a  few  products,  with 
market  movements  through  new  cha.nnels  at  prices  above  ceiling' levejLs.    Local  m.axkot 
shortages  developed  for  several,  products.    These  were  investigated  a.nd  reported. 
Price  and  supply  conditions  in  secondary  markets-' -became  more  significant,  while 
tra.ding  on  the  laxge  central,  market  exchanges  was  very  substantially  reduced. 

Under  these  conditions,  ma.rket  news  of  various  types  became  increasingly  valuable 
and  essential,  not  only  to  the  industry  but  part iculajrly  to  the  government aJ. 
agcncies  charged  vdth  directing  and  regulating  prices  and  distribution,  and  dis- 
tribution, and  charged  vdth  procuring  dairy  .and  poultry  products  for  vfaj:*  uses. 
Mcuh  space  on  n<7,rkct  reports  during  1942-43,  f^i*  example,  was  devoted  to  outlining 
and  explaining  new  regulations  on  price  or  sales  procedure.    Additional,  space  was 
also  devoted  to  storage  movements,  new  types  or  channels  of  trade,  the  adequacy  of 
local  supplie  s. 


differentials  in  price  according  to  grade, '  and' to- variat-ions-  in  .price  according 
■to -TOlume,  .  .package,  and  t3'"po  of  sale, 

Mafket  news  work  has  expanded  in  several  respects  during  the  1943  fiscal  vear  in 
an  atltempt  to  supply  these  increased  needs  for  accurate,  current,-  and  comprehen- 
sive'reports.     Federal  field  offices  at  I'ew  York,  Baltimore,  Pittsburgh,  Chicago, 
Philadelphia,  Boston,  Denver,  San  Francisco,  Los  Angeles,  Portland,  and  Sea.ttle, 
"■MQ'TQ  continued.    Offices  at  Detroit  -and  Richmond  v.-ere  maintained  in  cooperation 
with  State  agencies.     The  Houston  office  was ' closed'  in  May  1943  for  lack  of  per- 
sonnel and  an  office  at  ITei/;  Orleans  Was  closed  on  June  30,  1945,  after  6  months 
of  operation  hocaUse  of  a  reduction  in  funds. 

A  new  agreement  v/ith  I'ev;  York  State  and  Hew  York  City  "became  operative  during  1942 
to  43  to  provide  added  news  on  the  live  poultry  market.    Market  news  on  live 
■poultry  receipts  at  Boston,  Philadelphia,  Chicago,   Cleveland,  and  Detroit  was  also 
initiated  during  the  year.     This  new  work  ha.s  hocn  particularly  related  to  the 
price  ceiling  regulations  on  poultry. 

The  present  scope  of  market  nev;s  is  indicated  "by  the  fact  that  more  thax.  10 
million  copies  of  the  various  reports  are  issued  ea.ch  year.    Approximately  12,000 
of  these  are  annual  summaries,  322,500  are  monthly  reports,  554,200  are  weekly 
reports,  and  the  "balance  are  daily  market  reports.     The  approximate  number  receiv- 
ing the  various  reports  in  1942-43  were  as  follows:  ' 

Dairy  Market  Report 
■  ■     Daily  Turkey  Market  Report  (In  Season) 

■  Daily  Live  Poultry  Market  Report 
I'feekly  Dairy  Markets  Review 
I'Jeekly  Milk  and  Cream  Market  Reviews 
Monthly  Do^nestic  Dairy  Markets  Review 
Monthlj/-  Sgg  and  Poultry  Markets  Review 
Monthly  Cold  Storage  Report 
Monthly  Milk  and  Cream' Market  Report 
MQnthly  Live  Poultry  Report 

Monthly  Carlot  Shipment" Report  (Pacific  Ceast  Sggs) 
Monthly  Origin  of  Receipts  Re.p.ort:. 

■  AnnuaX  Origin  of  Receipts  Report  . 
Annual  Summary  '©'f -Dairy  and  P^D.-oltry,  Market  Statistics 

The.  folio v;ing  table  indicates  the.  principal' sources  consvJIted  by  representatives 
of  the  Aojninistration  in  obtaining  market  .news  information  for  the  various  markets: 


28,245 
2,053 

425 
8,885 
1,965 
2,025 
1,950 
10,205 
1,965 
500 
525 
9,502 
9,202 
2,800 


Approximate  Nijjiibcr  of  Contacts  liaintaincd  by  Field  Offices 


iiOcaJ-  v 

3alcrs  : 

0Oj,CL 

•  Country 
;  Point 

City 

.      1 rucK  . 

Price  I 

storage 

I      it  all 

s Receipts  audi 

J.11—  • 

l/arc— 

I  Receivers 

•  Shippers 

•riOOr  oGOCKS" 

1  orin.ai>iojat  • 

houses 

Baltimore 

36 

30 

— 

18 

-* 

Bosfcbu 

95 

70 

5 

22 

— 

Chicago 

110 

65 

26 

25 

250 

Denver 

14 

3 

- 

- 

Detroit 

- 

8 

& 

- 

- 

Houston 

10 

Los  ^Uigeles 

25 

■  55 

5 

3 

Ncvr  Orlerns 

30 

10 

8 

New  York 

265 

105 

18 

102 

Philadelphia 

115 

100 

9 

32 

Pittsburgh 

8 

5 

Portland 

20 

15 

3 

Sen  Francisco 

35 

50 

12 

20 

85 

Seattle 

20 

10 

4 

